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The traditional concerns of our postwar 
foreign policy—the Soviet Union, arms control, the 
Middle East—have dominated the recent headlines. 
Tonight I would like to step back from these head- 
lines to discuss the implications of what I believe is 
an important trend: The emergence of a new inter- 
national agenda of pressing economic issues. 

The issues of this new agenda are bread-and- 
butter, pocketbook issues. They arise from the 
increasing impact of events abroad on prices, on 
jobs, and on the conditions of day-to-day life here 
in the United States. 

Some of the issues are new and unprece- 
dented, such as energy prices, allocation of ocean 
resources, and environmental impacts. Others in- 
volve traditional concerns of international eco- 
nomic policy which now have a greater impact on 
our everyday lives—tariffs, investment abroad, and 
the value of the dollar. All have a common origin 
in the increasing interaction between the United 


States and the economies of the world. 
The dimensions of this interaction are 


suggested by a few statistics. Nearly 10 million 
American jobs depend on our exports. Two-thirds 
of our imports are raw materials that we do not or 
cannot readily produce. One out of every three 
dollars of U.S. corporate profits is derived from 
international activities. 

These economic issues are crucial to our 
national security. As President Carter pointed out 
in his Annapolis speech, we are strong not only 
because of our nuclear arsenal, but also because of 


the size and strength of our economy—a gross 
national product more than twice as great as the 
Soviet Union’s. 


It is not a new perception that our interaction 
with the world economy has become increasingly 
important to our national welfare. What is new, I 
believe, is the effort of this Administration to 
reflect this increased importance in its foreign 
policy—to respond more effectively to the chal- 
lenge of the new agenda. 

Let me illustrate this thesis by discussing 
perhaps the most important recent addition to our 
new foreign policy agenda: the need to reduce our 
dependence on imported oil. 

The reality of interdependence was forced on 
us by the Arab oil embargo of 1973 and the quad- 
rupling of oil prices that followed. 

Our vulnerability to imterruptions in the 
supply of imported oil was brought home to us 
that winter by lines at the gas stations and lower 
The 
sudden, massive increase in oil prices produced 


temperatures in our homes and offices. 
even more serious and long-term effects: It con- 
tributed to double-digit inflation and our worst 
recession since the 1930’s. 

Paradoxically, in the aftermath of the embar- 
go we have become more, rather than less, depend- 
ent on foreign oil. Oil imports nearly doubled be- 
tween 1972 and 1977, and the fraction of our oil 
consumption supplied by imports has steadily in- 
creased from just over one-third in 1973 to just 
under one-half today. The cost of these imports 
increased more than nine times—from $5 to $45 
billion. 

While there appears to be little danger of an 
immediate shortage in the world oil market, huge 
oil import bills worsen the trade deficit and 
weaken the dollar. And there is a very serious 
threat of a substantial shortage and a new round of 
massive price increases sometime in the 1980’s. 


We must act now to reduce our dependence, 
or face a far more painful adjustment forced by 
future shortages. The only practical solution open 
to us will require fundamental changes in how we 
use energy. Perhaps the most important step we 
can take is to reverse government policies that 
subsidize energy consumption and discourage ener- 
gy production. President Carter has proposed ener- 
gy legislation, now pending in the Congress, that 
takes this step. 

The energy crisis is of global dimensions. It 
has administered a severe shock to the economies 
of the industrialized democracies, and it poses 
serious problems for nations struggling to over- 
come poverty. In response, the United States has 
played a leading role in the work of the Interna- 
tional Energy Agency, an organization of most of 


the industrial democracies, formed at our initiative 
in the wake of the 1973 embargo. The agency has 
agreed on a number of practical measures to meet 
the common problem of dependence on imported 
oil. 

We are also working with the developing 
countries: First, to provide financial help to ease 
their adjustment to the high cost of imported oil; 
and second, to help them increase their energy 
production. To that end, we have supported an 
increase in World Bank lending for energy develop- 
ment and have begun new programs of bilateral 
assistance. 

Finally, we have stressed to the key nations of 
the Organization of Petroleum Exporting Coun- 
tries—or OPEC—the extremely serious consequen- 
ces to the world economy of further price increases 
at this time. Through the responsible and 
restrained actions of major producers such as Saudi 
Arabia and Iran, we have avoided any additional 
increases since mid-1977 and probably through the 
rest of 1978. 

Our dependence on imported oil and our 
long-delayed effort to reduce our oil consumption 
demonstrate in clearest terms that economic inter- 
actions between the U.S. and the rest of the world 
now flow powerfully in both directions. There are 
many other examples of these interactions: 


e The increasing flow of illegal immigrants 
into the United States, estimated at somewhere 
between 2 and 3 million for last year alone. 

e The competition for the fish and miner- 
al resources of the world’s oceans. 

2 The increasing reliance of our farmers 
on volatile world markets for agricultural exports. 

& The threat to our coasts and offshore 
waters from substandard oil tankers. 


e The allocation of the world radio spec- 
trum, which will affect the future of telecommuni- 
cations in this country for the rest of the century. 


Let me turn from these examples of the new 
agenda to some general observations on our strat- 
egy for coping with it. We believe that the prob- 
lems on this agenda require cooperative solutions 
arrived at on three levels: 


e First, within our own government, in the 
coordination of foreign and domestic policy; 
e Second, among the industrial countries, in 


the intensification of our traditional cooperation; 
and 


@ Third, between the industrial nations and the 
developing world, in the so-called North-South 
dialogue. 


At the first level, as the energy problem illus- 
trates, the issues on the new international agenda 
have blurred the distinction between foreign and 
domestic policy. These issues cannot readily be 
classified as either foreign or domestic, because 


they contain important aspects of both. 
The intertwining of foreign and domestic 


policy poses an organizational challenge to the U.S. 
Government that the Carter Administration is 
taking steps to meet. For example, the President’s 
frequent and substantive Cabinet meetings provide 
a forum for high-level discussion of issues with 
both domestic and international implications. Such 
issues are also regularly considered by the Policy 
Review Committee, a subgroup of the National 
Security Council that brings the State Department 
together with the relevant domestic agencies. And 
the State Department participates actively in the 
weekly meetings of the President’s principal ad- 


visers on economic policy. 
In the executive branch, we are learning to 


work more closely with regional and industry 
groups and concerned representatives in Congress. 
For example, a series of consultations with a group 
of Congressmen from steel-producing districts 
helped develop a trigger-price system to respond 
quickly to dumping of foreign steel. 

Let me cite aviation policy as one example of 
a coordinated domestic and international effort by 
the Administration that has produced remarkable 
results. 

President Carter has actively supported in- 
creased competition for both domestic and interna- 
tional airlines. And he established a mechanism to 


insure that the agencies primarily responsible for 
domestic aviation—the Civil Aeronautics Board and 


the Department of Transportation—participate 
actively in the interagency group, headed by the 
State Department, which is responsible for inter- 
national aviation agreements. In negotiating new 
international aviation agreements with other coun- 
tries, a unified executive branch, working with a 
like-minded Civil Aeronautics Board, has sought 
provisions that permit airlines to compete, with 
lower fares and expanded service. 

The results have been dramatic. You can now 
fly round trip from Chicago to London on a 
budget fare that is less than 40 percent of the 
normal economy round trip fare. One U.S. airline 
recently announced a round trip Boston- 
Amsterdam fare of only $149. There are similar 
bargains on domestic flights, including many that 
connect overseas. Thus the domestic and interna- 
tional aspects of our aviation policy reinforce each 
other. 

The second element of our strategy for deal- 
ing with the new agenda is to cooperate more 
closely with the other industrial nations. In the 
immediate postwar period, it was frequently said 
that “when America sneezes, Europe catches 
pneumonia.” It might now be said that ‘Europe 
and America catch each other’s colds.” One of our 
our main tasks now is to cure these colds—and to 
prevent them from becoming double pneumonia. 

Next month in Bonn, West Germany, Presi- 
dent Carter will reaffirm our commitment to a 
deeper level of genuine economic cooperation 
among the industrial nations. There he will meet 
with the heads of the six other major industrial 
democracies and the European Community to dis- 
cuss how coordinated action can contribute to 
each nation’s efforts to achieve its economic ob- 
jectives. We hope that from this Bonn summit will 
emerge a set of specific commitments providing a 
common framework for sustained economic 
growth, expanding world trade, and long-term 
energy conservation and development. 

To achieve this goal, each nation must do its 
share. Some can give additional stimulus to their 
economies, thereby increasing exports for others; 
some can make special efforts to resist protection- 
ist pressures. For our part, the United States will 
pledge to restrain our oil imports and to intensify 
our fight against inflation. These measures will 
strengthen the dollar and reassure the international 
financial community and our trading partners. 

We anticipate that all countries will renew 
their commitment to the successful completion of 
the multilateral trade negotiations in Geneva. At 
Geneva, along with our trading partners we are 
seeking a comprehensive reduction in industrial 
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tariffs and an easing of barriers to our vital agricul- 
tural exports. We are also attempting to negotiate 
international rules to limit unfair trading practices, 
such as subsidies, which put our exporters at a 
competitive disadvantage in world markets. 

The Bonn summit cannot produce “quick 
fixes’ for the difficult economic problems we face. 


But it is one of a series of determined efforts at 


broad-based international coordination of national 
economic policies by those at the highest levels of 
government. As such, it stands in notable contrast 
to the unilateral actions of the United States in 
1971, when a prior administration suspended the 
operation of the international monetary system. 


This action, together with a 10-percent surcharge 
on all imports, was taken without consulting our 


major economic partners. We have learned that in 
the long run such unilateral action is self-defeating. 
The way we have chosen at the Bonn summit is the 
better course. 

The participants in the Bonn summit also will 
reaffirm a commitment to the third element of our 
strategy for the new agenda; namely, economic 
cooperation between the developed and developing 
world. 

It is no longer possible to consider the eco- 
nomic prospects of the industrial countries without 
regard to the developing world. These developing 
countries are the fastest growing market for US. 
products. Last year they bought more goods from 
us than Japan and the nine nations of the Euro- 
pean Community combined. Africa alone provided 
a market for well over $1 billion in U.S. agricul- 
tural produce. 

The developing countries also supply us with 
critical raw materials. We rely on Africa, for 
example, for most of our manganese and cobalt 
and for 40 percent of our oil imports. 

Along with our industrial partners, we are 
discussing with the developing countries a wide 
range of economic subjects, such as improving 
commodity markets, reducing trade barriers, and 
increasing private investment and government aid 
to the developing world. This North-South dia- 


logue, as it has come to be called, consists both of 
negotiations on specific issues and of a more 


general exchange of views in a newly created 
committee of the U.N. General Assembly. 

The dialogue is often frustrating and unpro- 
ductive. It involves scores of countries, many of 
whom have views very different from our own 
about how the international economic system 
should be organized. 

But difficult as the process may be, this 
administration is committed to playing an active 
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role—offering realistic proposals, discouraging 
posturing, and emphasizing the possibilities for 
mutual benefit. We are determined that the North- 
South dialogue should be more than just talk. It 
should produce specific actions designed to meet 
specific needs. 

During his trip to Venezuela earlier this year, 
the President explained the essence of our view of 
economic cooperation between North and South: 
It must be a two-way process in which both de- 
veloping and industrial countries assume responsi- 
bilities and obligations. Let me illustrate how this 
two-way process can work in one of the areas 
mentioned by the President—stabilizing prices of 
primary commodities. 

We have recognized that many developing 
countries rely on one or two products for a large 
portion of their exports and a large share of their 
income. Those countries need the protection of 
international arrangements to stabilize the prices of 
those products. Without those arrangements, eco- 
nomic instability and the hardship it imposes on 
the people of these countries can lead to political 
instability and regional conflicts. 

Stabilization arrangements can benefit us as 
well. They can protect our farmers and other com- 
modity exporters from drastic price declines. They 
can also help to protect consumers from dramatic 
price increases, as our experience with sugar and 
other commodities should remind us. 

We have entered into stabilization agreements 
for sugar, coffee, and tin. We are attempting to 
negotiate an agreement for wheat and for a 
common fund to support stabilization measures in 
a range of commodity markets. 

Moreover, as I suggested to you earlier, there 
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is also a basis for cooperation in the pricing of the 
world’s most important primary commodity—oil. 
Only reciprocal restraint by producers and con- 
sumers can avoid a world economic recession and 
financial instability detrimental to us all. The in- 
dustrial nations, particularly the United States, 
must restrain demand for oil; the OPEC countries 
must restrain prices and increase supply to meet 
that demand. This is the logic we have pressed in 
our diplomatic consultations. And the oil price 
freeze of the past year indicates that we have had 
some success. 

I have discussed with you tonight a threefold 
strategy for meeting the economic challenges of 
our new international agenda—a strategy of en- 
hanced economic cooperation and coordination 
within the U.S. Government, among the industrial 
democracies, and between the industrial nations 
and the developing world. 

Iowa has a great stake in the success or failure 
of this stategy. Your farms, factories, and busi- 
nesses are linked strongly with the international 
economy. Our efforts to enhance cooperation 
among the industrial democracies and between rich 
and poor nations bear directly on the prosperity of 
families in Iowa. 

To be successful, our strategy requires Ameri- 
can leadership. To exercise that leadership, we 
need your support here at home. We need your 
support to reduce inflation, to restrain our oil 
imports, and to resist protectionist pressures. 

With your help we can do what must be done 
to increase our economic strength and reinforce it 
through international cooperation. With your sup- 
port, we will not fail in our strategy for the new 
agenda. 
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